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i t - t i t . r c u s r F Y  THE FINANCE CCI",rITTF.E 

CS FOR HOUSE B IL L  H O .  2 1 0 (F in a n c e )

IK  THE LECISLATLTX OF THE STATE CF ALASKA 

THIRTEENTH LEGISLATURE -  F IR S T SESSION

A T IL L

F o r  an A c t e n t i t l e d :  "A n A c t r e l a t i n g  to  paym ent f c r  p u rc h a s e s  b y  th e

s t a t e ;  and p r o v id in g  f o r  an  e f f e c t i v e  d a t e . "

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t io n  1 . AS 3 7 ,0 5  i s  amended by a d d in g  a new s e c t io n  t o  r e a d :

Sec. 3 7 .0 5 .2 7 5 .  PAYMENT FOR STATE PURCHASES. ( a )  F a y r o n t  f o r  

p u rc h ase s o f  good.'; o r  s e r v ic e ?  p r o v id e d  r  s t a t e  a g e n c y i::uct; b e  rn tfe  or. 

a r e q u ir e d  paym ent date- t h a t  i f

{ ] )  th e  d a te  on w h ic h  payment i s  duo u n d e r th e  fa rm s  o f  n 

c o n t r a c t ;  o r

(2 )  30 days a f t e r  r e c e ip t  o f  a p r o p e r  in v o i c e  f o r  th e

am ount o f  th e  paym ent d u o , i f  a s p e c i f ic  d a te  on  w h ic h  p a ym en t i s  due 

I s  n e t  e s t a b l is h e d  by c o n tr a c t  and i f  th e  in v o ic e  c o n t a in s  o r  i s  

accom panied by d o c u re n ts  r e q u ir e d  by th e  c o n t r a c t  o r  p u rc h a s e  o r d e r .

(b )  I f  a s e l l e r  o f f e r s  a d is c o u n t fro m  th e  am ount o th e r w is e  due 

f c r  p r o p e r ty  o r  s e r v ic e r , in  exchange f c r  paym ent v r it h ir .  a s p e c i f ie d  

p e r io d  o f  t im e ,  th e  s t a t e  agency may melee paym ent i n  an am ount e q u a l 

t o  th e  d is c o u n te d  p r ic e  o n l y - i f  paym ent i s  made w i t h i n  th e  s p e c i f ie d  

p e r io d  o f  t i n e .

(c )  I f  paym ent f o r  goods o r  s e r v ic e s  p u rc h a s e d  b y  the- c r a te  i s  

r o t  ru d e  w i t h i n  2C days o f  a r e q u ir e d  paym ent d a te  u n d e r  ( c ) ( 3 )  c f  

t h i s  s e c t io n  o r  or. th e  r e q u ir e d  paym ent d a te  s p e c i f ie d  i n  ( a ) ( 2 )  o f  

t h i s  s e c t io n ,  th e  s t a t e  s h a l l  pay i n t e r e s t  on th e  u n p a id  b a la n c e  fro m  

th e  d a te  o f  r e c e ip t  o f  th e  in v o ic e  f o r  th e  goods c r  s e r v ic e s  a t  th e  

r i t e  o f  one end o n e - h a I f  p e rc e n t a m onth u n le s s  cr« s g rc c m c rt e r i s t a

-I- cr:-::-. n o  (Fin)
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b e t w e e n  t h e  s e l l e r  n n d  t h e  s t a t e  t'h^t p r e c l u d e s  t h e  c h a r g i n g  o i  

i n t e r e s t .

i d )  T h i s  s u c t i o n  d o e s  n o t  a p p l y

(1 )  i f  th e  c o s t o f  th e  goods o r  s e r v ic e s  p u rc h a s e d  exceeds 

$ 5 0 0 , 0 0 C »  o r

( 2 )  t o  paym ent f o r  any s p e c i f ic  goods o r  s e n d e e s  i n  d i s ­

p u te  a f t e r  a s e l l e r  o f  goods o r  s e r v ic e s  r e c e iv e s  n o t ic e  fro n t th e

s t a t e  o f f i c i a l  r e s p o n s ib le  f o r  a u t h o r iz in g  p a ym en t f o r  g o o d s  and 

s e r v ic e s  t h a t  th e  amount o f  th e  in v o ic e  o r  q u a l i t y  o f  s p e c i f i c  goods 

ar s e r v i c e s  i s  i n  d i s p u t e  a n d  s e a t in g  t h e  re a s o n s  f o r  t h o  d is p u t e .

( e )  I n t e r e s t  p a i d  u n d e r  (c )  cm. t h i s  s e c t i o n  s h a l l  bo. c h a r g e d  t o

t h e  b u d g e t  o f  t h e  s t a t e  a g e n c y  w h i c h  p u r c h a s e d  t h e  g o o d s  o r  s e r v i c e s .

(:T) I n  t h i s  s e c t i o n

(1 )  " d is p u t e ’' means a d e t c r n in a t io n  by th e  s ta te :  o f f i c i a l  

r e s p o n s ib le  f o r  a u t h o r iz in g  th e  paym ents f o r  th e  p u rc h a s e  o f  goods o r  

s e r v ic e s  t h a t  th e  p e rfo rm a n c e  or p r ic e  c h a rg e d  i s  n o t  i n  c o m p lia n c e

w it h  th e  te r n s  c f  th e  c o n t r a c t  o r p u rc h a se  o r d e r ;

( 2 )  pay n a n  t  i t  c o n s i d e r e d  m a d e  on th e  d a te  when t h e  paym ent

ir; p e r s o n a l l y  d e l i v e r e d  t o  t h e  s e l l e r  o r  a g e n t o f  th e  s e l l e r  -or on th e

d a t e  t h e  p a y m e n t  i s  n a i l e d ;

*  Sec. 2 , T h is  A c t does n o t a p p ly  to  c o n t r a c t s  e n te r e d  i n t o  b e f o r e  th e

e f f e c t i v e  d a te  o f  t h i s  A c t .

*  Sec. 3 . T h is  A c t ta k e s  e f f e c t  Ju l y  1, 19S3.

CSr.l l O ( T i n )



I. R E Q U E S T
B i l l / R e s o l u t i o n  No. C S H B  2 1 0  (finance)

T i t l e  R e l a t i n g  to p a y m e n t  for p u c h a s e s  b y  the s t a t e __________________________

R e q u e s t e d  b y  H o u s e  f i n a n c e  C o m m i t t e e _______________________D a t e  5 / 2 6 / 8 3

II. F I S C A L  D E T A I L
A g e n c y  A f f e c t e d  , all________________________________________________________________________

P r o g r a m  C a t e g o r y  A f f e c t e d  all______________________________________________ _
BRU, P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d ______________________________________________

(Note: I f  m o r e  t h a n  on e  b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  
a m o u n t s  a n d  f u n d i n g  f o r  e a c h  c o m p o n e n t  i n  the a n a l y s i s  s e c t i o n . )

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

F Y  8 3 F Y  84 F Y  8 5 F Y  8 6 F Y  8 7 F Y  8 8

1 0 0  P E R S O N A L  S E R V I C E S
2 0 0  T R A V E L
3 0 0  C O N T R A C T U A L
4 0 0  C O M M O D I T I E S
50 0  E Q U I P M E N T
6 0 0  L A N D  &  S T R U C T U R E S
7 0 0  G R A N T S , C L A I M S , E T C . «

T O T A L  <J

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )

G E N E R A L  F U N D
F E D E R A L  F U N D S
O T H E R  ( S p e c i f y  S o u r c e )

— e-------

n
h

P O S I T I O N S

F U L L  T I M E 0 •

P A R T  T I M E 0
T E M P O R A R Y 0

III. A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I I I )

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E  4 6 5 - 3 7 0 6
cc: B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

3 3 - 0 0 1  (Rev. 12 / 8 2 )



S T A T E  OF A L A S K A  

F I S C A L  N O T E R e v i s i o n  Date: M a y  26, 1983 1

R E Q U E S T

Bi'll'/Resolution No.: C S H B 2 1 0 ( F I N ) a m

T i t l e : R e l at i n g  to P a y m e n t  o f  I n t e r e s t

S p o n s o r :  D u n c a n / S h u l t z  by S tate

R e q u e st o r :  H ouse F i n a n c e  C o m m i t t e e

E X P E N D I T UR E S / R E V E NU E S :  ( T ho u s a n d s  o f  D ol l a r s )

II. F I S C A L  D E T A I L

A g e n c y  A f f e c t e d : All_________________________

P r o g r a m  C a t e g o r y  A f f e c t e d :  All

B RU, P r o g r a m  o f  S u b p r o g r a m ( s )  A f f e c t e d :

FY 83 FY 8 4 FY 85 FY 8 6 FY 87 FY 8 8

O P E R A T I N G

100 P E R S O N A L  S E R V I C E S

200 T R A V E L

300 C O N T R A C T U A L

400 C O M M O D I T I E S

500 E Q U I P M E N T

600 LA N D  & S T R U C T U R E S

700 G R A N T S ,  CLAIMS, ETC 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0

T O T A L  O P E R A T I N G 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0

C A P I T A L

R E V E N U E

FUNDING: ( T h o u s a n d s  o f  Do' lars)

G E N E R A L  F U N D 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0 1 , 1 2 5 . 0

F E D E R A L  F UNDS •

O T H E R  (Specify S o u r c e )  ,

POSITIONS:

F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

III. S O U R C E  OF FUNDS T O  O F F S E T  F I S C A L  I M P A C T  O F  BILL:

IV. A N A L Y S I S :  Att a

P r e p a r e d  By ______

Division:- Fina n c e

a n y  A n a l y s i s  

i r e c t o r

A p p r o v e d  by C o m m i s s i o n e r :  Lisa Rudd

D e p a r t me n t :  A D M I N I S T R A T I O N  ‘

Phone: 4 6 5 - 2 2 4 0

Date: 5 / 2 6 / 8 3

Date: 5 / 2 6 / 8 3

D i s t r i b u t i o n :

Or i g i n a l  to L e g i s l a t i v e  F i n a n c e

C o p y  to Of f i c e  of M a n a g e m e n t  and B u d g e t  (for L e g i s l a t u r e  i n t r o d u c e d  bi l l s )  

Co p y  to D e p a r t m e n t  (for G o v e r n o r  i n t r o d u c e d  bil ls )

C o p y  to S p o n s o r

C o p y  to R e q u e s t o r  (if d i f f e r e n t  f r o m  S p o n s o r )  • 3 / 2 6 / 8 3

4 4 D 3 / 0 5 1 6 - 1



Fiscal Note: C S H B 2 1 0 ( F I N ) a m M a y  26, 198 3

IV. A N A L Y S I S :

D i f f e r e n c e s  b e t w e e n  CS f o r  H B - 2 1 0 ( S A )  a n d  CS f o r  H B - 2 1 0 ( F I N )  a m

(May 17, 1983)

1. T h e  F i n a n c e  v e r s i o n  s e c t i o n  1(c) c h a n g e s  the d a t e  f o r  

d e t e r m i n i n g  w h e n  p a y m e n t  of i n t e r e s t  s h o u l d  b e g i n  f r o m  t h e  

r e q u i r e d  p a y m e n t  d a t e  to the d a t e  i n v o i c e  f o r  the g o o d s  o r  

s e r v i c e s  is rec e i v e d .

2. S e c t i o n s  1(d) ( 2 )  o f  th e  f i n a n c e  v e r s i o n  r e q u i r e  n o t i f i c a t i o n  

by  the o ff icial r e s p o n s i b l e  f o r  a u t h o r i z i n g  p a y m e n t  r a t h e r  

t h a n  th e  o f f i c e r  r e s p o n s i b l e  f o r  a d m i n i s t e r i n g  the c o n t r a c t  

w h e n  p a y m e n t  f o r  g o o d s  and s e r v i c e s  is in dispute.

3. S e c t i o n  1(f)(1) w a s  c h a n g e d  t o  be c o n s i s t e n t  w i t h  t h e  c h a n g e  

in 1(d)(2) a n d  m a d e  m o r e  g e n e r a l l y  a p p l i c a b l e  by a d d i n g  

p u r c h a s e  order.

4. S e c t i o n  1(f)(3) w a s  c h a n g e d  to n a r r o w  the s c o p e  a nd  

s p e c i f i c a l l y  include' t h e  l e g i s l a t i v e  and judicial b r a n c h e s .

T h i s  d o e s  n o t  a p p e a r  to have a s i g n i f i c a n t l y  d i f f e r e n t  

fiscal i m p a c t  f r o m  t h e  a n a l y s i s  don e  v e r s u s  t h e  p r e v i o u s  

bill v e r s i o n  C S H B 2 1 0  (S t a t e  A f f a i r s ) .  T h a t  a n a l y s i s  d a t e d  

M a y  15, 1983 is a t t a c h e d .  T h e r e  a r e  some potential 

a d m i n i s t r a t i v e  i m p a c t s  as follo w s :

a. T h e  c h a n g e  to s e c t i o n  1(c) r e q u i r i n g  i n t e r e s t  b e  p a i d  

b a s e d  u p o n  d a t e  o f  i n v o i c e  r e c e i p t  m a y  be c h a l l e n g e a b l e  

by v e n d o r s  w h o  r e c e i v e  no i n t e r e s t  f o r  the s a m e  tim e  

frame. If a v e n d o r  is p a i d  on the 29t h  d a y  a f t e r  

r e c e i p t  o f  i n v o i c e ,  no i n t e r e s t  will be pai d to tha t  

vend o r .  If a v e n d o r  is p a i d  on the 3 1 s t  da y  a f t e r  

r e c e i p t  o f  i n v o i c e  t h a t  v e n d o r  will be e n t i t l e d  to 31 

d a y s  i n t erest. T w e n t y - n i n e  d a y s  of  the tw o  e x a m p l e s  

o v e r la p .  W h y  s h o u l d  on e  v e n d o r  be pai d  an d  t h e  o t h e r  

v e n d o r  n o t  p a id ?  Th e  p r i o r  v e r s i o n  w o u l d  have g i v e n  

all s u b j e c t  v e n d o r s  equal treat m e n t .

b. Is the t e r m  P u r c h a s e  O r d e r  s i n g u l a r l y  a p p l i c a b l e  to t h e  

S t a t e  p u r c h a s e  o r d e r  f o r m  o r  s h o u l d  it be d e f i n e d  

b r o a d l y  to all p u r c h a s e  t y p e  d o c u m e n t s ?

. 4 4 D 3 / 0 5 1 6 - 1 - 3



Fiscal Note: C S H B 2 1 0 ( S A )
A t t a c h m e n t  C S H B 2 1 0 ( F I N ' a m

M a y  15, 1983

IV. AN A L Y S I S :

D i f f e r e n c e s  betv/een Orig. H B - 2 1 0  a n d  CS f o r  H B - 2 1 0  (May 2, 1983)

1. Th e  CS remo v e s  t h e  s t i p u l a t i o n  t h a t  a d i s c o u n t  m u s t  be t a k e n  

w h e n  d i s c o u n t  is at l e a s t  2 %  and p a y m e n t  is m a d e  w i t h i n

10 d ays o f  r e c e i p t  o f  go o d s ,  s e r v i c e s  o r  i n v o i c e , w h i c h e v e r  

is later, a n d  s u b s t i t u t e s , m a y  t a k e  d i s c o u n t  if m a d e  w i t h i n  

the s p e c i f i e d  p e r i o d  o f  tim e  until p a y m e n t  is due.

2. T h e  CS e x c l u d e s  t h e  l e g i s l a t i v e  a g e n c i e s  an d  the C o u r t  

S y s t e m  f r o m  s u b j e c t i v i t y  o f  this bill.

3. The CS s p e c i f i e s  t h a t  the i n t e r e s t  will be p a i d  o u t  o f  th e  

p a y i n g  a g e n c i e s  b u d g e t .  T h e  original bill s p e c i f i e s  t h a t  

the S t a t e  will p a y  interest.

4. Th e  s u b s t i t u t e  p r o v i d e s  f o r  a d a i l y  i n t e r e s t  c a l c u l a t i o n  

a f t e r  30 day s  w h e r e  t h e  original bill s p e c i f i e s  a m o n t h l y  

ca l c u l a t i o n .  F o r  e x a m p l e ,  if p a i d  in 4 5  days u n d e r  o r i ginal 

bill the  s t a t e  w o u l d  o w e  2% i n t e r e s t ,  u n d e r  £ S  s t a t e  w o u l d  

owe a p p r o x i m a t e l y  3% i nterest.

5. The o r i ginal bill s p e c i f i e s  t h a t  i n t e r e s t  will be p a i d  if 

p a y m e n t  is n o t  m a d e  w i t h i n  30 days  o f  r e c e i p t  o f  g o o d s  an d  

i n v o i c e , b u t  the s u b s t i t u t e  r e q u i r e s  p a y m e n t  by c o n t r a c t  due 

date o r  w i t h i n  30 d ays o f  r e c e i p t  o f  i n v o i c e ( excludes 

re c e i p t  o f  g o o d s  w h i c h  m a y  be a i „ e r  r e c e i p t  o f  invoice).

T his does no t  a p p e a r  to h ave a s i g n i f i c a n t l y  d i f f e r e n t  

im p ac t  f r o m  the a n a l y s i s  d o n e  v e r s u s  t h e  p r ev i o u s  bill 

v e r s i o n  H B 2 0 5 / 2 1 0 .  T h a t  a n a l y s i s  d a t e d  M a r c h  17, 1983 is 

attached.

4 4 D 3 / 0 5 1 6 - 1 - 2



F i s c a l  N o t e :  H B  2 0 5 / 2 1 0

A t t a c h m e n t  C S H B  2 1 0 ( F I N ) a m

M a r c h  1 7 ,  1 9 8 3

IV. A N A L Y S I S

T h e  D e p a r t m e n t  o £  A d m i n i s t r a t i o n  i s  o p p o s e d  t o  t h i s  L e g i s ­
l a t i o n ,  n o t  b e c a u s e  w e  d i s a g r e e  w i t h  t h e  i d e a  o f  t h e  S t a t e  

p a y i n g  i t s  b i l l  i n  a t i m e l y  m a n n e r ,  b u t  b e c a u s e  w e  f e e l  t h e r e
a r e  b e t t e r  w a y s  t o  a d d r e s s  t h i s  p r o b l e m .  I n  d e t e r m i n i n g  t h e
f i s c a l  i m p a c t  o n  m a n d a t o r y  p a y m e n t  o f  i n t e r e s t ,  i t  i s  i m p o s ­
s i b l e  t o  p l a c e  a d e f i n i t e  d o l l a r  a m o u n t  f o r  t h e  c o s t .  M a n y  
i t e m s  m u s t  b e  t a k e n  i n t o  c o n s i d e r a t i o n .

F i r s t ,  in o r d e r  t o  c a l c u l a t e  w h a t  t h e  i n t e r e s t  c o s t  w o u l d  
be, a d e t a i l e d  a n a l y s i s  w o u l d  b e  n e c e s s a r y  t o  d e t e r m i n e  w h a t  
t h e  d o l l a r  a m o u n t  o f  b i l l s  p a i d  i n  e x c e s s  o f  30 d a y s  m i g h t  b e .  
R e a d i l y  a v a i l a b l e  i n f o r m a t i o n  d o e s  n o t  e x i s t .  H o w e v e r ,  t o  s h o w  
w h a t  t h e  p o t e n t i a l  i m p a c t ' m i g h t  b e ,  w e  o f f e r  t h i s  e x a m p l e ,
m a k i n g  a n u m b e r  o f  a s s u m p t i o n s .

O n  t h e  a s s u m p t i o n  t h a t  t h e  S t a t e  a n n u a l  b u d g e t  i s  $ 3 . 0  
b i l l i o n  a n d  t h a t  5 0 %  o f  t h a t  b u d g e t  r e p r e s e n t s  v e n d o r  p a y m e n t s  
e f f e c t e d  b y  t h i s  l e g i s l a t i o n .  F u r t h e r  w e  a s s u m e  that''5% o f  t h e  
v e n d o r  p a y m e n t s  m i g h t  b e  s u b j e c t  t o  p e n a l t y  a s  d e f i n e d  i n  t h e  
L e g i s l a t i o n .  B a s e d  o n  t h e s e  a s s u m p t i o n s ,  t h e  i n t e r e s t  p e n a l t y  
c o u l d  b e  as h i g h  as $ 1 , 1 2 5 , 0 0 0 . 0 0 .

C a l c u l a t e d  a s  f o l l o w s :

$ 3 , 0 0 0 , 0 0 0 , 0 0 0 . 0 0  A n n u a l  B u d g e t
_____________X  5 0 %

$ 1 , 5 0 0 , 0 0 0 , 0 0 0 . 0 0  P o t e n t i a l  V e n d o r  P a y m e n t s
_____________X 5%

$ 7 5 , 0 0 0 , 0 0 0 . 0 0  5% S u b j e c t  t o  P e n a l t y
X  0 . 1 5 %

1 , 1 2 5 , 0 0 0 . 0 0  I n t e r e s t  P e n a l t y  f o r  B i l l s  P a i d  
------------------  i n  E x c e s s  o f  30 D a y s .

T h e  p r e f e r r a b l e  w a y  t o  a v o i d  p e n a l t y  p a y m e n t s  i s  t o  p a y  

v e n d o r s  w i t h i n  t h e  3 0  d a y  p e r i o d .  T h i s  i s  a n d  a l w a y s  h a s  b e e n  

t h e  g o a l  o f  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n .  T h e  o n l y  e f f e c ­

t i v e  w a y  o f  d o i n g  t h i s  i s  e i t h e r  t o  d i v e r t  c u r r e n t  s t a f f  o f  t h e  

v a r i o u s  S t a t e  a g e n c i e s  t o  t h e  e f f o r t  o f  p a y i n g  b i l l s  t i m e l y  o r  

t o  d e v e l o p  t h e  a g e n c i e s  i n t e r n a l  p r o c e d u r e s  a n d  t h e  D e p a r t m e n t  

o f  A d m i n i s t r a t i o n 1 ' a u t o m a t e d  s y s t e m s  i n  o r d e r  t o  a d d r e s s  t h e  

p a y m e n t  p r o b l e m .  T h e  c o s t  t o  t h e  S t a t e  i n  p r o v i d i n g  a d d i t i o n a l  

. s t a f f  o r  a  b i l l  p a y i n g  e f f o r t  t h a t  w o u l d  p a y  a l l  b i l l s  w i t h i n  

3 0  d a y s  u s i n g  t h e  c u r r e n t  s y s t e m  h a s  n o t  b e  d e t e r m i n e s .  T h e  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n  i s  c u r r e n t l y  i n  t h e  p r o c e s s  o f
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r e d e s i g n i n g  t h e  statew i d e ,  a c c o u n t i n g  s y s t e m  w h i c h  w i l l  i n c l u d e  
f e a t u r e s  t h a t  w i l l  i m p r o v e  t h e  b i l l  p a y i n g  a n d  t r a c k i n g  c a p a ­
b i l i t i e s  o f  t h e  S t a t e .

W h i l e  w e  r e c o g n i z e  t h e  p r o b l e m  o f  p a y i n g  v e n d o r s  i n  a  
t i m e l y  m a n n e r  i s  a s e r i o u s  m a t t e r ,  w e  s h o u l d  p o i n t  o u t  t h a t  f o r  
t h e  m o s t  p a r t ,  v e n d o r s  a r e  p a i d  t i m e l y .  F o r  a  12 m o n t h  p e r i o d ,  
t h e  S t a t e  p a i d  o n  t h e  a v e r a g e  o f  7 0 , 2 0 0  i n v o i c e s  a  m o n t h .
D u r i n g  t h a t  t i m e ,  t h e  a v e r a g e  p a y m e n t  t i m e  w a s  29 d a y s .  T h e  

h i g h  m o n t h l y  a v e r a g e  w a s  33 d a y s  w h i l e  t h e  l o w  m o n t h l y  a v e r a g e  
w a s  24 d a y s .  D u r i n g  t h i s  p e r i o d ,  o n l y  t w o  m o n t h s  e x c e e d e d  30 
d a y s  p a y m e n t  t i m e .

I n  a d d i t i o n  t o  t h e  c o s t s  o f  a t t e m p t i n g  t o  i m p r o v e  t h e  
p a y m e n t  t i m e  a n d  t h e  p o t e n t i a l  i n t e r e s t  p e n a l t i e s ,  w e  s h o u l d  
a l s o  c o n s i d e r  t h e  c o s t  o f  i n c r e a s e d  b u r e a u c r a c y  t h a t  w o u l d  b e  
i n v o l v e d  i n  d e t e r m i n i n g  w h a t  p a y m e n t s  w o u l d  b e  s u b j e c t  t o  
p e n a l t y ,  w h a t  p e r i o d  o f  t i m e  w o u l d  b e  c o v e r e d ,  a s  w e l l  a s  t h e  
l o g i s t i c s  o f  m a k i n g ' t h e  i n t e r e s t  p a y m e n t s ,  a l l  o f  t h e s e  w o u l d  
b e  c o s t s  t o  t h e  S t a t e  i n  t i m e  a n d  e f f o r t .

L a s t l y ,  i t  s h o u l d  b e  n o t e d  t h a t  t h e  f u n d i n g  o f  t h e  
i n t e r e s t  p a y m e n t s  w o u l d  n e e d  t o  b e  1 0 0 %  S t a t e  funds.. W e  h a v e  
b e e n  a d v i s e d  b y  t h e  U. S .  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  t h a t  
t h e  P r o m p t  P a y m e n t  A c t  (P.L. 9 7 0 1 7 7 )  p r o h i b i t s  t h e  u s e  o f  
F e d e r a l  g r a n t  f u n d s  f o r  t h e  a g e n c i e s  t h a t  a r e  p r i m a r i l y  
f e d e r a l l y  f u n d e d .  ( C o p y  of. O M B  l e t t e r  a t t a c h e d )

A g a i n ,  w e  a r e  n o t  o p p o s e d  t o  t i m e l y  p a y m e n t  o f  v e n d o r  
b i l l s  b u t  a r e  c o n c e r n e d  w i t h  t h e  m e t h o d  o f  a c h i e v i n g  t h a t  g o a l .

j



O F F I C E  O F  M A N A G E M E N T  A N D  B U D G E T  

WASHINGTON, D.C. 2£K03

December 1 4 , 1982

M E M O R A N D U M

S U B J E C T :  P a y m e n t  P r a c t i c e s

I t  h a s  c o m e  to o u r  a t t e n t i o n  t h a t  s e v e r a l  S t a t e s  h a v e  l a w s ,  o r  

a r e  c o n s i d e r i n g  l e g i s l a t i o n ,  t h a t  r e q u i r e s  t h e  p a y m e n t  o f  

i n t e r e s t  p e n a l t i e s  to c o n t r a c t o r s  w h e n  b i l l s  a r e  p a i d  l a t e .

T h i s  is to a l e r t  y o u  to t h e  f a c t  t h a t  t h e  P r o m p t  P a y m e n t  A c t  

( P . L .  9 7 - 1 7 7 )  p r o h i b i t s  t h e  u s e  o f  F e d e r a l  g r a n t  f u n d s  f o r  t h e  
p a y m e n t  o f  s u c h  i n t e r e s t  p e n a l t i e s .  T h e  a c t  s a y s

" ( A )  i n  n o  c a s e  s h a l l  a n  o b l i g a t i o n  to p a y  s u c h  

i n t e r e s t  p e n a l t i e s  be c o n s t r u e d  t o  b e  a n  o b l i g a t i o n  
o f  t h e  U n i t e d  S t a t e s ,  a n d

" ( 3 )  a n y  p a y m e n t  o f  s u c h  i n t e r e s t  p e n a l t i e s  s h a l l  

n o t  be m a d e  f r o m  f u n d s  p r o v i d e d  t o  t h e  g r a n t  r e c i p ­

i e n t  b y  a F e d e r a l  a g e n c y ,  n o r  s h a l l  a n y  n o n - F e a e r a l  

f u n d s  e x p e n d e d  f o r  s u c h  i n t e r e s t  p e n a l t i e s  b e  c o u n t e d  

t o w a r d  a n y  m a t c h i n g  r e q u i r e m e n t  a p p l i c a b l e  t o  t h a t  
g r a n t . "

W e  w o u l d  a p p r e c i a t e  y o u r  a l e r t i n g  y o u r  s t a f f  to t h i s  p r o h i b i t i o n  
to a s s u r e  t h a t  t h e  F e d e r a l  G o v e r n m e n t  is n o t  c h a r g e d  i m p r o p e r l y  
f o r  i n t e r e s t  p e n a l t y  c o s t s .

\ \. vp; 

t v ' v v . y



T h e  f o l l o w i n g  i n d i v i d u a l s  a r e  e x p e c t e d  t o  t e s t i f y  o n  
H B  2 1 0  ( S t a t e  A f f a i r s ) :

R e p .  D i c k  S h u l t z ,  p r i m e  s p o n s o r

A  r e p r e s e n t a t i v e  o f  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  
m a y  t e s t i f y



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E

F I S C A L  N O T E

I . R E Q U E S T
B i l l / R e s o l u t i o n  No. C S H B  2 1 0  (finance)__________________________________

T i t l e  R e l a t i n g  to p a y m e n t  for p u c h a s e s  b y  the s t a t e

R e q u e s t e d  b y  H o u s e  F i n a n c e  C o m m i t t e e _______________________ D a t e  5 / 2 6 / 8 3 _______

IT. F I S C A L  D E T A I L
A g e n c y  A f f e c t e d  all__________________ •___________________________________________________
P r o g r a m  C a t e g o r y  A f f e c t e d  all________________________________________________________

BRU ,  P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d _______________________________________________
(Note: I f  m o r e  t h a n  one b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

a m o u n t s  a n d  f u n d i n g  f o r  e a c h  c o m p o n e n t  i n  t h e  a n a l y s i s  s e c t i o n . )

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

F Y  8 3 F Y  84 F Y  8 5 F Y  8 6 3 00 K
J

F Y  8 8

100 P E R S O N A L  S E R V I C E S
2 0 0  T R A V E L
3 0 0  C O N T R A C T U A L
4 0 0  C O M M O D I T I E S
500 E Q U I P M E N T
60 0  L A N D  &  S T R U C T U R E S
7 0 0  G R A N T S , C L A I M S , E T C . •

T O T A L  0

F U N D I N G  ( T h o u s a n d s  of D o l l a r s )

G E N E R A L  F U N D
F E D E R A L  F U N D S
O T H E R  ( S p e c i f y  S o u r c e )

---- 0------

n
n

P O S I T I O N S

F U L L  T I M E 0 ■ 1

P A R T  T I M E D
T E M P O R A R Y

---
3 ----

III. A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  III)

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E _____________Afts-?70 6
cc: B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

3 3 - 0 C 1  (Rev. 12/ 8 2 )



S T A T E  OF A L A S K A  

P R E L I M I N A R Y  S T A T E M E N T  O F  F I S C A L  I M P A C T

B i l l  No: H B  210____________________________________________________________  D a t e  on  Bill: 2 - 1 7 - 8 3

T i t l e : " A n  A c t  r e l a t i n g  t o  p a y m e n t  f o r  p u r c h a s e s  b y  t h e  s t a t e ; * . . " _______________________

Spons o r :  S c h u l t z _________________________________________________________________________________________

R e q u e s t o r : __________________________________________________________________________________________________

1. E s t i m a t e d  f i s c a l  i m p a c t s  on:

a. E x p e n d i t u r e s :

(1Chousando of Dollars]

F Y  83 F Y  84 F Y  85 F Y  86

C a p i t a l

O p e r a t i n g 1 8 8 . 2 1 9 7 . 7 2 0 7 . 5

T o t a l 1 8 8 . 2 1 9 7 . 7 2 0 7 . 5

b. Rev e n u e s:

R e v e n u e

2. S o u r c e  o f  f u n d s  to o f f s e t  f i s c a l  i m p a c t  of bill:

ILiable to e s t i m a t e  p o t e n t i a l  r e c o v e r y  f r o m  d i s c o u n t s  taken, but o f f s e t  is u n l i k e l y  

to a p p r o a c h  cost.

3. A s s u m p t i o n s :

C u r r e n t l y  t h e r e  is n o  m e t h o d  w i t h i n  th e  s y s t e m  to i d e n t i f y  i n v o i c e s  that h a v e  not b e e n  p a i d  

w i t h i n  30 day s f r o m  recei /t. T h e  d e p a r t m e n t  a v e r a g e  p a y m e n t  t i m e  f r o m  the d a t e  of i n v o i c e  to 

d a t e  of p a y m e n t  is less t h a n  3 0  days. H o w e v e r ,  we c a n  a s s u m e  t h e r e  a r e  i n v o i c e s  t hat a r e  not 

p r o c e s s e d  w i t h i n  30 d a y s  of r e c e i pt .  T h e  i n t e r e s t  p a y m e n t s  tha t  m a y  be r e q u i r e d  s h o u l d  be 

n o m i n a l .  A d d i t i o n a l  s t a f f  w o u l d  be r e q u i r e d  to i n v e s t i g a t e  e a c h  i nq uiry, m a k e  a d e t e r m i n a t i o n  

as to w h e t h e r  i n t e r e s t  is due, c a l c u l a t e  the i n t e r e s t  d u e a n d  p r o c e s s  the p a y m e n t . T h e  

d e s i g n a t e d  e m p l o y e e  in e a c h  r e g i o n  s h o u l d  be at the A c c o u n t i n g  T e c h n i c i a n  I or h i g h e r  l e v e l  of 

r e s p o n s i b i l i t y .  O n e  a d d i t i o n a l  e m p l o y e e  ( A c c o u n t i n g  C l e r k  III R / 1 0 B )  w o u l d  be r e q u i r e d  in e a c h  

r e g i o n  to i d e n t i f y  p o t e n t i a l  d i s c o u n t  p u r c h a s e s  a n d  p r e p a r e  p a y m e n t  d o c u m e n t s  f o r  p r i o r i t y  

p r o c e s s i n g .  It is u n l i k e l y  that s u f f i c i e n t  b e n e f i t  w o u l d  a c c r u e  f r o m  t his p r a c t i c e  to o f f s e t  

its cost. D o c u m e n t  p r e p a r a t i o n ,  t r a n s i t  time to J u n ea u ,  k e y  p u n c h i n g  an d  n e c e s s a r y  e d i t s  c o m b i n e  

to m a k e  a ten  d a y  p a y m e n t  u n l i k e l y  i n  the b e s t  of c i r c u m s t a n c e s .

4. D i s c l a i m e r :

T h i s  s t a t e m e n t  has no t  b e e n  r e v i e w e d  b y  th e  0 M B  in t h e  O f f i c e  of the G o v e r n o r .

It t h e r e f o r e  d o e s  n o t  r e p r e s e n t  the f i n a l  e s t i m a t e  of f i s c a l  impact.

P r e p a r e d  By: J i m  S l o c u m _____________________________________________________________  Phone: 4 6 5 - 3 9 1 1 _____________

D i v i s i o n :  F i n a n c i a l  M a n a g e m e n t ______________________________________________________ Date: 3 - 4 - 8 3 ________________

A p p r o v e d  b y  C o m m i s s i o n e r :  Date: j? —  7  ̂

D e p a r t m e n t :  T r a n c n n r t a t i n n  A Piihlir Far-il i H o c  vD e p a r t m e n t :___________ l£anspD£ta.tifln..&-Rub1.ic-F-aci 1 iti OS.

5. D i s t r i b u t i o n :

O r i g i n a l  to L e g i s l a t i v e  F i n a n c e  

C o p y  to 0MB 

C o p y  to S p o n s o r  

C o p y  to R e q u e s t e r

Ql
i 

C
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S T A T E  O F  A L A S K A  

F I S C A L  N O T E R e v i s i o n  D a t e , 1 9 8 3

I.

•n
2

R E Q U E S T  ICTr

B i n / R e s o l u t i o n  N o. :  h b :-2-Q5/21Q

II. F I S C A L  D E T A I L

A g e n c y  A f f e c t e d :  A l l

T i t l e :  R e l a t i n g  t o  P a y m e n t  o f  I n t e r e st P r o g r a m  C a t e g o r y  A f f e c t e d :  A l l   _
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I V .  A N A L Y S I S

T h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  i s  o p p o s e d  t o  t h i s  L e g i s ­

l a t i o n ,  n o t  b e c a u s e  w e  d i s a g r e e  w i t h  t h e  i d e a  o f  t h e  S t a t e  

p a y i n g  i t s  b i l l  i n  a t i m e l y  m a n n e r ,  b u t  b e c a u s e  w e  f e e l  t h e r e  

a r e  b e t t e r  w a y s  t o  a d d r e s s  t h i s  p r o b l e m .  I n  d e t e r m i n i n g  t h e  

f i s c a l  i m p a c t  o n  m a n d a t o r y  p a y m e n t  o f  i n t e r e s t ,  i t  i s  i m p o s ­
s i b l e  t o  p l a c e  a  d e f i n i t e  d o l l a r  a m o u n t  f o r  t h e  c o s t .  M a n y  

i t e m s  m u s t  b e  t a k e n  i n t o  c o n s i d e r a t i o n .

F i r s t ,  i n  o r d e r  t o  c a l c u l a t e  w h a t  t h e  i n t e r e s t  c o s t  w o u l d  
b e ,  a  d e t a i l e d  a n a l y s i s  w o u l d  b e  n e c e s s a r y  t o  d e t e r m i n e  w h a t  

t h e  d o l l a r  a m o u n t  o f  b i l l s  p a i d  i n  e x c e s s  o f  3 0  d a y s  m i g h t  b e .  

R e a d i l y  a v a i l a b l e  i n f o r m a t i o n  d o e s  n o t  e x i s t .  H o w e v e r ,  t o  s h o w  
w h a t  t h e  p o t e n t i a l  i m p a c t  m i g h t  b e ,  w e  o f f e r  t h i s  e x a m p l e ,  

m a k i n g  a n u m b e r  o f  a s s u m p t i o n s .

O n  t h e  a s s u m p t i o n  t h a t  t h e  S t a t e  a n n u a l  b u d g e t  is $ 3 . 0  
b i l l i o n  a n d  t h a t  5 0 %  o f  t h a t  b u d g e t  r e p r e s e n t s  v e n d o r  p a y m e n t s  

e f f e c t e d  b y  t h i s  l e g i s l a t i o n .  F u r t h e r  w e  a s s u m e  t h a t  5 %  o f  t h e  

v e n d o r  p a y m e n t s  m i g h t  b e  s u b j e c t  t o  p e n a l t y  as d e f i n e d  i n  t h e  
L e g i s l a t i o n .  B a a e d  o n  t h e s e  a s s u m p t i o n s ,  t h e  i n t e r e s t  p e n a l t y

c o u l d  b e  a s  h i g h  a s  $ 1 , 1 2 5 , 0 0 0 .  00. - J  •'
. / / 1—  ^   ̂ '  /
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C a l c u l a t e d  a s  f o l l o w s :

) 0 , 0 0 0 .

X  5 0 %

-  - . /
$ 3 , 0 0 0 , 0 0 0 , 0 0 0 . 0 0  A n n u a l  B u d g e t

$ 1 , 5 0 0 , 0 0 0 , 0 0 0 . 0 0  P o t e n t i a l  V e n d o r  P a y m e n t s  

_____________ X  5%

$ 7 5 , 0 0 0 , 0 0 0 . 0 0  5 %  S u b j e c t  t o  P e n a l t y
X  0 . 1 5 %

1 , 1 2 5 , 0 0 0 . 0 0  I n t e r e s t  P e n a l t y  f o r  B i l l s  P a i d  
------------------  i n  E x c e s s  o f  30 D a y s .

T h e  p r e f e r r a b l e  w a y  t o  a v o i d  p e n a l t y  p a y m e n t s  i s  t o  p a y  

v e n d o r s  w i t h i n  t h e  30 d a y  p e r i o d .  T h i s  i s  a n d  a l w a y s  h a s  b e e n  

t h e  g o a l  o f  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n .  T h e  o n l y  e f f e c ­
t i v e  w a y  o f  d o i n g  t h i s  i s  e i t h e r  t o  d i v e r t  c u r r e n t  s t a f f  o f  t h e  

v a r i o u s  S t a t e  a g e n c i e s  t o  t h e  e f f o r t  o f  p a y i n g  b i l l s  t i m e l y  o r  

t o  d e v e l o p  t h e  a g e n c i e s  i n t e r n a l  p r o c e d u r e s  a n d  t h e  D e p a r t m e n t  
o f  A d m i n i s t r a t i o n ' s  a u t o m a t e d  s y s t e m s  i n  o r d e r  t o  a d d r e s s  t h e  

p a y m e n t  p r o b l e m .  T h e  c o s t  t o  t h e  S t a t e  i n  p r o v i d i n g  a d d i t i o n a l  

s t a f f  o r  a b i l l  p a y i n g  e f f o r t  t h a t  W o u l d  p a y  a l l  b i l l s  w i t h i n  

3 0  d a y s  u s i n g  t h e  c u r r e n t  s y s t e m  h a s  n o t  b e  d e t e r m i n e d .  T h e  
D e p a r t m e n t  o f  A d m i n i s t r a t i o n  i s  c u r r e n t l y  i n  t h e  p r o c e s s  o f



r e d e s i g n i n g  t h e  s t a t e w i d e  a c c o u n t i n g  s y s t e m  w h i c h  w i l l  i n c l u d e  
f e a t u r e s  t h a t  v i l l  i m p r o v e  t h e  b x l l  p a y i n g  a n d  t r a c k i n g  c a p a ­

b i l i t i e s  o f  t h e  S t a t e .

W h i l e  w e  r e c o g n i z e  t h e  p r o b l e m  o f  p a y i n g  v e n d o r s  i n  a 

t i m e l y  m a n n e r  i s  a s e r i o u s  m a t t e r ,  w e  s h o u l d  p o i n t  o u t  t h a t  f o r  
t h e  m o s t  p a r t ,  v e n d o r s  a r e  p a i d  t i m e l y .  F o r  a 1 2  m o n t h  p e r i o d ,  

t h e  S t a t e  p a i d  o n  t h e  a v e r a g e  o f  7 0 , 2 0 0  i n v o i c e s  a .month.
D u r i n g  t h a t  t i m e ,  t h e  a v e r a g e  p a y m e n t  t i m e  w a s  29 d a y s .  T h e  

h i g h  m o n t h l y  a v e r a g e  w a s  33 d a y s  w h i l e  t h e  l o w  m o n t h l y  a v e r a g e  
w a s  2 4  d a y s .  D u r i n g  t h i s  p e r i o d ,  o n l y  t w o  m o n t h s  e x c e e d e d  30 

d a y s  p a y m e n t  t i m e .

I n  a d d i t i o n  t o  t h e  c o s t s  o f  a t t e m p t i n g  t o  i m p r o v e  t h e  

p a y m e n t  t i m e  a n d  t h e  p o t e n t i a l  i n t e r e s t  p e n a l t i e s ,  w e  s h o u l d  
a l s o  c o n s i d e r  t h e  c o s t  o f  i n c r e a s e d  b u r e a u c r a c y  t h a t  w o u l d  b e  

i n v o l v e d  i n  d e t e r m i n i n g  w h a t  p a y m e n t s  w o u l d  b e  s u b j e c t  t o  
p e n a l t y ,  w h a t  p e r i o d  o f  t i m e  w o u l d  b e  c o v e r e d ,  a s  w e l l  a s  t h e  

l o g i s t i c s  o f  m a k i n g  t h e  i n t e r e s t  p a y m e n t s ,  a l l  o f  t h e s e  w o u l d  
b e  c o s t s  t o  t h e  S t a t e  i n  t i m e  a n d  e f f o r t .

L a s t l y ,  i t  s h o u l d  b e  n o t e d  t h a t  t h e  f u n d i n g  o f  t h e  
i n t e r e s t  p a y m e n t s ^ o u l d  n e e d  t o  b e  1 0 0 %  S t a t e  f u n d s .  W e  h a v e  

b e e n  a d v i s e d  b y  trie U . S .  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  t h a t  
t h e  P r o m p t  P a y m e n t  A c t  (P.L. 9 7 0 1 7 7 )  p r o h i b i t s  t h e  u s e  o f  

F e d e r a l  g r a n t  f u n d s  f o r  t h e  a g e n c i e s  t h a t  a r e  p r i m a r i l y  

f e d e r a l l y  f u n d e d .  ( C o p y  o f  O M B  l e t t e r  a t t a c h e d )

A g a i n ,  w e  a r e  n o t  o p p o s e d  t o  t i m e l y  p a y m e n t  o f  v e n d o r  

b i l l s  b u t  a r e  c o n c e r n e d  w i t h  t h e  m e t h o d  o f  a c h i e v i n g  t h a t  g o a l .

\
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S T A T E  Or A L A S K A  

FI S CA L  N O T E R e v i s i o n  Date: May 16, 1983

I. R E Q U E S T  II. F I S C A L  D E T A I L

B i l l / R e s o l u t i o n  N o . : C S H B 2 1 0 ( S A )   A g e n c y  A f f ec t e d :  A ll

T i f e :  R e l a t i n g  to P a y m e n t  of I n te r e s t  P r o g r a m  C a t e g o r y  A f f e c t e d :  All

SponsorT  D u n c a n / S h u l t z  by State BRU, P r o g r a m  of S u b p r o g r a m ^ ) Aff e c t ed :

R e q u e s t o r : H o u s e  S t a t e_Af f a i r s ______________________________________________________________________

E X P E N D I T U R E S / R E V E N U E S :  (T lousands of Dollars)

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

O P E R A T I N G

100 P E R S O N A L  S E R V I C E S

200 TR A V E L

300 C O N T R A C T U A L

400 C O M M O D I T I E S

COO FDIITPMFNT

60 0  LAND & S T R U C T U R E S

70 0  G R A N T S ,  C L A I M S ,  ETC 0 1,12 5 . 0 1,125.0 1 , 1 2 5 . 0 1,12 5 . 0 1,125.0

T O T A L  O P E R A T I N G 0 1 , 1 2 5 .0 1,12 5 . 0 1 , 1 2 5 . 0 1,12 5 . 0 1,125.0

C A P I T A L

REVENUE"

FUNDING: ( T ho u s a n d s  o f  Dol lars)

G E N E R A L  FUN D 0 1 ,125 . 0 1,12 5 . 0 1 , 1 2 5 . 0 1 , 1 2 5 .0 1,12 5. 0

F E D E R A L  F UNDS

O T H E R  (S p e c i f y  Sour c e)

POSITIONS:

F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

III. S O U R C E  OF F U N DS  TO O F F S E T  F I S C A L  IM P A C T OF BILL:

IV. A N A L Y S I S :  A t t a c h  a s e p a r a t e  pane ,M r  any A n a l y s i s

L A stf C /t
P r e p a r e d  By : K e n n e t h  E. Bischoff// D i r e c t o r ___________________Phone: 4 6 5 - 2 2 4 0

D iv i s i o n : F i n a n c e ______________________' Date: 5 / 1 5 / 8 3

A p p r o v e d  by C o m m i s s i o n e r :  Lisa Rudd /s /f l  Date: 5 / 1 5 / 8 3

D e p a r t m e n t :  A D M I N I S T R A T I O N

D i s t r i b u t i o n :

O r i ginal to L e g i s l a t i v e  F i na n c e

Cop y to Of f i c e  o f  M a n a g e m e n t  and Bu d g e t (for L e g i s l a t u r e  i n t r o d u c e d  bills) 

Copy to D e p a r t m e n t  (for G o v e r n o r  i n t r o d u c e d  bills)

C opy to S p o n s o r

C opy to R e q u e s t o r  (if d i f f e r e n t  f r o m  S p o nsor) 3 / 8 / 8 3

4 4 D 3 / 0 5 1 6 - 1



Fiscal Note: C S H B 2 1 0 ( S A ) M a y  15, 1983

IV. ANALYSIS:

Differences between Orig. HB-210 and CS for HB-210 (May 2, 1983)

1. The CS removes the stipulation that a discount must be taken 
when discount is at least 2% and payment is made within
10 days of receipt of goods, services or invoice, whichever 
is later, and substitutes, may take discount i f  made within 
the specified period of time until payment is due.

2. The CS excludes the legislative agencies and the Court 
System from subjectivity of this b i l l .

3. "he CS specifies that the interest wil l  be paid out of the 
paying agencies budget. The original b i l l  specifies that 
the State wil l  pay interest.

4. The substitute provides for a daily interest calculation 
after 30 days where the original b i l l  specifies a monthly 
calculation For example, i f  paid in 45 days under original 
b i l l  the state would owe 2% interest, under CS state would 
owe approximately 3% interest.

5. The original b i l l  specifies that interest wi l l  be paid i f  
payment is not made within 30 days of receipt of goods and 
invoice, but the substitute requires payment by contract due 
date or within 30 days of receipt of invoice (excludes 
receipt of goods which may be after receipt of invoice).

This does not appear to have a significantly different 
impact from the analysis done versus the previous b i l l  
version HB205/210. That analysis dated March 17, 1983 is 
attached.

4 4 D 3 / 0 5 16-1-2



A L t a c h m e n t  C S H B  210

IV. ANALYSIS

The Department ot Administration is opposed to this Legis­
lation, not because we disagree with the idea of the State 
paying its bill in a timely manner, but because we feel there
are better ways to address this problem. In determining the
fiscal impact on mandatory payment of interest, it is impos­
sible to place a definite dollar amount for the cost. Many 
items must be taken into consideration.

First, in order to calculate what the interest cost would 
be, a detailed analysis would be necessary to determine what 
the dollar amount of bills paid in excess of 30 days might be. 
Readily available information does not exist. However, to show 
what the potential impact might be, we offer this example,
making a number of assumptions.

On the assumption that the State annual budget is $3.0 
billion and that 50% of that budget rr presents vendor payments 
effected by this legislation. Further v/e assume that 5% of the 
vendor payments might be subject to penalty as defined in the 
Legislation. Based on these assumptions, "the interest penalty 
could be as high as $1,125,000.00.

Calculated as follows:

F i s c a l  N o t e :  H B  2 0 5 / 2 1 0  M a r c h  1 7 ,  1 9 8 3

,000,000,000.00 Annual Budget 
X 50%

$1,500,000,000.00 Potential Vendor Payments 
_________ X 5%

$ 75,000,000.00 5% Subject to Penalty
X 0.15%

$____ 1,125,000.00 Interest Penalty for Bills Paid
------------------  in Excess of 30 Days.

The preferrable way to avoid penalty payments is to pay 
vendors within the 30 day period. This is and always has been 
the goal of the Department of Administration. The only effec­
tive way of doing this is either to divert current staff of the 
various State agencies to the effort of paying bills timely or 
to develop thr agencies internal procedures and the Department 
of Administrax .on's automated systems in order to address the 
payment problem. The cost tc the State in providing additional 
staff or a bill paying effort that would pay all bills within 
30 days using the current system has not be determined. The 
Department of Administration is currently in the process of



Fiscal Note: HB 205/210 March 17, 1983

redesigning the statewide accounting system which will include 
features that will improve the bill paying and tracking capa­
bilities o£ the State.

While we recognize the problem of paying vendors in a 
timely manner is a serious matter, we should point out that for 
the most part, vendors are paid timely. For a 12 month period, 
the State paid on the average of 70,200 invoices a month.
During that time, the average payment time was 29 days. The 
high monthly average was 33 days while the low monthly average 
was 24 days. During this period, only two months exceeded 30 
days payment time.

In addition to the costs of attempting to improve the 
payment time and the potential interest penalties, we should 
also consider the cost of increased bureaucracy that would be 
involved in determining what payments would be subject to 
penalty, what period of time would be covered, as well as the 
logistics of making the interest payments, all of these would 
be costs to the State in time and effort.

Lastly, it should be noted that the fundirg of the 
interest payments would nee<_. to be 1002 State funds. We have 
been advised by the U.S. Office of Management and Budget that 
the Prompt Payment Act (P.L. 970177) prohibits the use of 
Federal grant funds fur the agencies that are primarily 
federally funded. (Copy of OMB letter attached)

Again, we are not opposed to timely payment of vendor 
bills but are concerned with the method of achieving that goal.



EXECUTIVE-OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET
W AS H I N G T O N .  D . C .

December 14, 1982

M E M O R A N D U M

S U B J E C T :  P a y m e n t  P r a c t i c e s

It has come to our attention that several States have laws, or 
are considering legislation, that requires the payment of 
interest penalties to contractors when bills are paid late.

This is to alert you to the fact that the Prompt Payment Act 
(P.L. 97-177) prohibits the use of Federal grant funds for the 
payment of such interest penalties. The act says

"(A) in no case shall an obligation to pay such 
interest penalties be construed to be an obligation 
of the United States, and

"(3) any payment of such interest penalties shall 
not be made from funds provided to the grant recip­
ient by a Federal agency, nor shall any non-Feaeral 
funds expended for such interest penalties be counted 
toward any matching requirement applicable to that 
gran t."

W e  w o u l d  a p p r e c i a t e  y o u r  a l e r t i n g  y o u r  s t a f f  t o  t h i s  p r o h i b i t i o n  

t o  a s s u r e  t h a t  t h e  F e d e r a l  G o v e r n m e n t  i s  n o t  c h a r g e d  i m p r o p e r l y  

f o r  i n t e r e s t  p e n a l t y  c o s t s .

o

D e p u t y  A s s o c i a t e  D i r e c t o r  

f o r  F i n a n c i a l  M a n a g e m e n t



T h i s  b i l l  h a s  b e e n  r e q u e s t e d  b y  n u m e r o u s  v e n d o r s  t h a t  d o  b u s i n e s s  w i t h  

t h e  S t a t e  o f  A l a s k a .  T h e  S t a t e  h a s  b e c o m e  n o t o r i o u s  f o r  l a t e  p a y m e n t  o f  

i n v o i c e s ,  f o r c i n g  m a n y  p r i v a t e  v e n d o r s  to b o r r o w  m o n e y  t o  s u p p l e m e n t  t h e i r  

c a s h  f l o w .  T h i s  r e d u c e s  t h e i r  p r o f i t ,  a n d  i n  s o m e  c a s e s  e v e n  e l i m i n a t e s  i t  

a s  t h e  p r o f i t  o n  a r t i c l e s  i s  v e r y  m a r g i n a l .

T h e  b i l l  is p a t t e r n e d  a f t e r  a  f e d e r a l  l a w  e n t i t l e d  " T h e  P r o m p t  P a y m e n t

A c t  - P u b l i c  L a w  9 7 - 1 7 7 . "  T h e  P r o m p t  P a y m e n t  A c t  b e c a m e  e f f e c t i v e  O c t o b e r  1, 

1 9 8 2  a n d  w h e n  it w a s  i n t r o d u c e d  i n  C o n g r e s s ,  i t  c a r r i e d  1 3 3  s p o n s o r s .

M r .  L e o n a r d  L e m o n ,  C o m p t r o l l e r  o f  t h e  U . S .  Ann>;{ a d v i s e d  t h a t  t h e  P r o m p t

P a y m e n t  A c t  h a s  i m p r o v e d  t h e i r  p a y m e n t  s c h e d u l i n g  a n d  t h e  p a y m e n t  o f  t h e i r  

a c c o u n t s  p a y a b l e  h a s  b e c o m e  p r o m p t  a n d  v e r y  r o u t i n e .  T h e  U . S .  A r m y  h a s  

i n c o r p o r a t e d  i t  i n  t h e i r  A r m y  R e g u l a t i o n s .

T h e  S t a t e  h a s  p u t  a n  a m o u n t  o f  m o r e  t h a n  $ 1 . 2  m i l l i o n  a n n u a l  c o s t  o n  i t s  

f i s c a l  n o t e ,  w h i c h  s h o u l d  b e  a  g o o d  i n d i c a t i o n  of  h o w  m u c h  m o n e y  i s  i n v o l v e d  

i n  o v e r d u e  a c c o u n t s .  T h e  a g e n c i e s  f u r t h e r  c l a i m  t h a t  t h e y  w i l l  h a v e  to 

r e o r g a n i z e  t h e i r  p a y m e n t  s y s t e m  i n  o r d e r  to f u l f i l l  t h e  r e q u i r e m e n t s  o f  t h i s  

b i l l .  If t h i s  i s  so, t h e n  i t  s h o u l d  b e  d o n e .  T h i s  s h o u l d  b e  a n  i n d i c a t i o n  

t h a t  t h e i r  m e t h o d  o f  p a y i n g  a c c o u n t s  p a y a b l e  is p r e s e n t l y  i n e f f e c i e n t  a n d  

n e e d s  m o d i f y i n g .

T h e  b i l l  is n e e d e d  i n  A l a s k a  a n d  w i l l  b e  a  g r e a t  h e l p  to t he  a v e r a g e  

s m a l l  b u s i n e s s m a n  t h a t  d o e s  b u s i n e s s  w i t h  s t a t e  g o v e r n m e n t .
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A N A L Y S I S  O F  S S H 3  2 1 0

" A n  A c t  r e l a t i n g  t o  p a y m e n t  f o r  p u r c h a s e  b y  t h e  S t a t e ;  a n d  p r o v i d i n g  f o r  a n  

e f f e c t i v e  d a t e . "

S e c t i o n  1 (a) r e q u i r e s  t h e  a g e n c y  l.o p a y  o n  a r e q u i r e d  p a y m e n t  d a t e  a s  

d e f i n e d  u n d e r  t e r m s  o f  a  c o n t r a c t  o r  3 0  d a y s  a f t e r  r e c e i p t  of p r o p e r  i n v o i c e .

S u b s e c t i o n  (b) p r o v i d e s  f o r  t h e  S t a t e  t o  t a k e  a d v a n t a g e  o f  a n y  d i s c o u n t s  

o f f e r e d  b y  a v e n d o r  a n d  if i n v o i c e  i s  p a i d  i n  t i m e ,  t h e  S t a t e  a g e n c y  w i l l  

d e d u c t  t h e  a m o u n t  o f  t h e  d i s c o u n t  o f f e r e d  f r o m  t h e  t o t a l  a m o u n t  o f  t h e  i n v o i c e .

S u b s e c t i o n  (c) e s t a b l i s h e s  t h e  r a t e  of i n t e r e s t  at 1 . 5 %  p e r  m o n t h  t h a t  

m u s t  b e  p a i d  b y  t h e  S t a t e  f o r  a p a s t  d u e  b a l a n c e  -  a l s o  p r o v i d e s  f o r  t h e  

e x c l u s i o n  o f  i n t e r e s t  i n  t h e  e v e n t  t h a t  t h e  s e l l e r  a n d  t h e  S t a t e  h a v e  a m u t u a l  

a g r e e m e n t .

S u b s e c t i o n  (d) 1. e x e m p t s  p u r c h a s e s  o f  m o r e  t h a n  $ 5 0 0 , 0 0 0  f r o m  t h e

p r o v i s i o n s  o f  t h e  b i l l .

S u b s e c t i o n  (d) 2. p r o v i d e s  f o r  a n  e x c e p t i o n  i n  t h e  e v e n t  t h e  S t a t e

n o t i f i e s  t h e  v e n d o r  o r  s e l l e r  o f  a  d i s p u t e  i n  t h e  i n v o i c e .

S u b s e c t i o n  (e) p r o v i d e s  t h a t  a n y  i n t e r e s t  i n c u r r e d  b y  l a c k  o f  p r o m p t

p a y m e n t  w i l l  b e  c h a r g e d  t o  t h e  b u d g e t  o f  t h e  d e p a r t m e n t  i n v o l v e d .

S u b s e c t i o n  (f) 1. d e f i n e s  " d i s p u t e "  a s  n o n c o m p l i a n c e ,  i n  p e r f o r m a n c e

o r  p r i c e ,  w i t h  t h e  t e r m s  o f  t h e  c o n t r a c t ,  a s  d e t e r m i n e d  b y  a d m i n i s t e r i n g

S t a t e  o f f i c e r .

S u b s e c t i o n  (f) 2. d e f i n e s  w h e n  p a y m e n t  i s  m a d e .

S u b s e c t i o n  (f) 3. d e f i n e s  a s t a t e  a g e n c y

S e c t i o n  2. E x e m p t s  a n y  c o n t r a c t s  e n t e r e d  i n t o  b e f o r e  t h e  e f f e c t i v e  d a t e  

f r o m  t h i s  A c t ' s  p r o v i s i o n s .

S e c t i o n  3. P r o v i d e s  a n  e f f e c t i v e  d a t e  o f  J u l y  1, 1 9 8 3 .
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BY SHULTZ

H O U S E  B I L L  N O . 2 1 0  

I N  T H E  L E G IS L A T U R E  O F T H E  S T A T E  O F A L A S K A  

T H IR T E E N T H  L E G IS L A T U R E  -  F I R S T  S E S S IO N  

A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  p a y m e n t  f o r  p u r c h a s e s  b y  t h e

7 s t a t e ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

8 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 *  S e c t i o n  1. A S  3 7 . 0 5  is a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

10 Se c .  3 7 . 0 5 . 2 7 5 .  P A Y M E N T  F O R  S T A T E  P U R C H A S E S .  (a) P a y m e n t  f o r

1 1  p u r c h a s e s  of  ^ o d s  o r  s e r v i c e s  p r o v i d e d  t h e  s t a t e  m u s t  b e  m a d e  w i t h i n

12 30  d a y s  a f t e r  t.ie g o o d s  o r  s e r v i c e s  h a v e  b e e n  p r o v i d e d  o r  a n  i n v o i c e

13 r e c e i v e r .  I f  a  s e l l e r  o f  g o o d s  o r  s e r v i c e s  p r o v i d e d  t o  t h e  s t a t e

14 o f f e r s  a d i s c o u n t  o f  at l e a s t  t w o  p e r c e n t  i f  p a y m e n t  i n  f u l l  is m a d e

15 w i t h i n  10 d a y s  o f  t h e  r e c e i p t  o f  t h e  g o o d s ,  s e r v i c e s ,  o r  i n v o i c e ,

16 w h i c h e v e r  is l a t e r ,  t h e  s t a t e  a g e n c y  r e s p o n s i b l e  f o r  p a y m e n t  o f  t h e

17 b i l l  s h a l l  m a k e  p a y m e n t  so  as  to  t a k e  a d v a n t a g e  o f  t h e  d i s c o u n t .

18 (b) I f  p a y m e n t  f o r  g o o d s  o r  s e r v i c e s  p u r c h a s e d  b y  t h e  s t a t e  is

19 n o t  m a d e  w i t h i n  30 d a y s  o f  r e c e i p t  o f  t h e  g o o d s  o r  s e r v i c e s  a n d  r e -

2 0  c e i p t  o f  an  i n v o i c e  f o r  t h e  p u r c h a s e ,  t h e  s t a t e  s h a l l  p a y  i n t e r e s t  o n

2 1  t h e  u n p a i d  b a l a n c e  at t h e  r a t e  o f  o n e  a n d  o n e - h a l f  p e r c e n t  a m o n t h

2 2  u n l e s s  a n  a g r e e m e n t  e x i s t s  b e t w e e n  t h e  s e l l e r  a n d  t h e  s t a t e  t h a t

2 3 p r e c l u d e s  t h e  c h a r g i n g  o f  i n t e r e s t .

2 4  (c) T h i s  s e c t i o n  d o e s  n o t  a p p l y

2 5  (1) if t h e  c o s t  o f  t h e  g o o d s  o r  s e r v i c e s  p u r c h a s e d  e x c e e d s

2 6 $ 5 0 0 , 0 0 0 ;  o r

27 (2) a f t e r  a  s e l l e r  o f  g o o d s  o r  s e r v i c e s  r e c e i v e s  n o t i c e

28 t h a t  t h e  a m o u n t  o f  t h e  i n v o i c e  o r  q u a l i t y  o f  t h e  g o o d s  o r  s e r v i c e s  is

2 9  i n  d i s p u t e ,  i n c l u d i n g  t h e  r e a s o n s  f o r  t h e  d i s p u t e ,  f r o m  t h e  s t a t e
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o f f i c e r  r e s p o n s i b l e  f o r  a d m i n i s t e r i n g  t h e  c o n t r a c t .

(d) F o r  p u r p o s e s  o f  t h i s  s e c t i o n  " d i s p u t e "  m e a n s  a  d e t e r m i n a t i o n  

b y  t h e  s t a t e  o f f i c e r  r e s p o n s i b l e  f o r  a d m i n i s t e r i n g  a  c o n t r a c t  f o r  t h e

p u r c h a s e  o f  g o o d s  o r  s e r v i c e s  t h a t  t h e  p e r f o r m a n c e  i s  n o t  i n  c o m p l i ­

a n c e  w i t h  t h e  t e r m s  o f  t h e  c o n t r a c t .

*  S e c .  3. T h i s  A c t  d o e s  n o t  a p p l y  t o  c o n t r a c t s  e n t e r e d  i n t o  b e f o r e  i t s

e f f e c t i v e  d a t e .

*  S e c .  4. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1 9 8 3 .



Offered: 5/2/83
Referred: Finance

O r i g i n a l  s p o n s o r s :  S h u l t z ,  D u n c a n

a n d  L i s l c a

1 I N  T H E  H O U S E  B Y  T H E  S T A T E  A F F A I R S  C O M M I T T E E

2 C S  F O R  H O U S E  B I L L  N O.  2 1 0  ( S t a t e  A f f a i r s )

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

G F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to p a y m e n t  f o r  p u r c h a s e s  b y  t h e

7 s t a t e ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

8 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 *  S e c t i o n  1. A S  3 7 . 0 5  is a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

10 Sec .  3 7 . 0 5 . 2 7 5 .  P A Y M E N T  F O R  S T A T E  P U R C H A S E S .  (a) P a y m e n t  f o r

11 p u r c h a s e s  o f  g o o d s  o r  s e r v i c e s  p r o v i d e d  a  s t a t e  a g e n c y  m u s t  b e  m a d e  o n

12 a r e q u i r e d  p a y m e n t  d a t e  t h a t  is

13 (1) t h e  d a t e  o n  w h i c h  p a y m e n t  i s  d u e  u n d e r  t h e  t e r m s  o f  a

14 c o n t r a c t ;  o r

15 (2) 3 0  d a y s  a f t e r  r e c e i p t  o f  a  p r o p e r  i n v o i c e  f o r  t h e

16 a m o u n t  o f  t h e  p a y m e n t  d u e ,  i f  a  s p e c i f i c  d a t e  o n  w n i c h  p a y m e n t  is d u e

17 is n o t  e s t a b l i s h e d  b y  c o n t r a c t  a n d  i f  t h e  i n v o i c e  c o n t a i n s  o r  i s

18 a c c o m p a n i e d  b y  d o c u m e n t s  r e q u i r e d  b y  t h e  c o n t r a c t  o r  p u r c h a s e  o r d e r .

19 (b) I f  a s e l l e r  o f f e r s  a d i s c o u n t  f r o m  t h e  a m o u n t  o t h e r w i s e  d u e

2 0  f o r  p r o p e r t y  o r  s e r v i c e s  i n  e x c h a n g e  f o r  p a y m e n t  w i t h i n  a s p e c i f i e d

2 1  p e r i o d  o f  t i m e ,  t h e  s t a t e  a g e n c y  m a y  m a k e  p a y m e n t  i n  a n  a m o u n t  e q u a l

22 to t h e  d i s c o u n t e d  p r i c e  o n l y  i f  p a y m e n t  is  m a d e  w i t h i n  t h e  s p e c i f i e d

23 p e r i o d  o f  t i m e .

2 4  (c) I f  p a y m e n t  f o r  g o o d s  o r  s e r v i c e s  p u r c h a s e d  b y  t h e  s t a t e  is

25 n o t  m a d e  w i t h i n  30 d a y s  o f  a r e q u i r e d  p a y m e n t  d a t e  u n d e r  (a) o f  t h i s

26 s e c t i o n ,  t h e  s t a t e  s h a l l  p a y  i n t e r e s t  o n  t h e  u n p a i d  b a l a n c e  f r o m  t h e

2.7 r e q u i r e d  p a y m e n t  d a t e  a t  t h e  r a t e  o f  o n e  a n d  o n e - h a l f  p e r c e n t  a m o n t h

28 u n l e s s  a n  a g r e e m e n t  e x i s t s  b e t w e e n  t h e  s e l l e r  a n d  t h e  s t a t e  t h a t

29 p r e c l u d e s  t h e  c h a r g i n g  o f  i n t e r e s t .
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1 (d) T h i s  s e c t i o n  d o e s  n o t  a p p l y

2 (1) i f  t h e  c o s t  o f  t h e  g o o d s  o r  s e r v i c e s  p u r c h a s e d  e x c e e d s

3 $ 5 0 0 , 0 0 0 ;  o r

4 (2) a f t e r  a s e l l e r  o f  g o o d s  o r  s e r v i c e s  r e c e i v e s  n o t i c e

5 f r o m  t h e  s t a t e  o f f i c e r  r e s p o n s i b l e  f o r  a d m i n i s t e r i n g  t h e  c o n t r a c t  t h a t

6 t h e  a m o u n t  o f  t h e  i n v o i c e  o r  q u a l i t y  o f  s p e c i f i c  g o o d s  o r  s e r v i c e s  is

7 i n  d i s p u t e  a n d  s t a t i n g  t h e  r e a s o n s  f o r  t h e  d i s p u t e .

8 (e) I n t e r e s t  p a i d  u n d e r  (c) o f  t h i s  s e c t i o n  s h a l l  b e  c h a r g e d  t o

9 t h e  b u d g e t  o f  t h e  s t a t e  a g e n c y  w h i c h  p u r c h a s e d  t h e  g o o d s  o r  s e r v i c e s .

10 (f) I n  t h i s  s e c t i o n

1 1  (1) " d i s p u t e "  m e a n s  a d e t e r m i n a t i o n  b y  t h e  s t a t e  o f f i c e r

12 r e s p o n s i b l e  f o r  a d m i n i s t e r i n g  a c o n t r a c t  f o r  t h e  p u r c h a s e  o f  g o o d s  o r

13 s e r v i c e s  t h a t  t h e  p e r f o r m a n c e  o r  p r i c e  c h a r g e d  is n o t  i n  c o m p l i a n c e

14 w i t h  t h e  t e r m s  o f  t h e  c o n t r a c t ;

15 (2) p a y m e n t  is c o n s i d e r e d  m a d e  o n  t h e  d a t e  w h e n  t h e  p a y m e n t

16 is p e r s o n a l l y  d e l i v e r e d  to  t h e  s e l l e r  o r  a g e n t  o f  t h e  s e l l e r  o r  o n  t h e

17 d a t e  t he  p a y m e n t  is m a i l e d ;

18 (3) f o r  p u r p o s e s  of  t h i s  s e c t i o n ,  " s t a t e  a g e n c y "  is as

19 d e f i n e d  in A S  3 7 . 0 5 . 3 2 0  a n d  i n c l u d e s  a n  o r g a n i z a t i o n  t h a t  w a s  c r e a t e d

2 0  b y  l a w  a n d  t h a t  is p r i m a r i l y  a n d  d i r e c t l y  f u n d e d  b y  a p p r o p r i a t i o n s .

2 1  *  S e c .  2. T h i s  A c t  d o e s  n o t  a p p l y  to c o n t r a c t s  e n t e r e d  i n t o  b e f o r e  t h e

22 e f f e c t i v e  d a t e  o f  t h i s  A c t .

23 *  Sec. 3. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1 9 8 3 .
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